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COURSES  OF 
TRAINING  FOR  BUSINESS 


The  University  of  Illinois  offers  courses  which 
afford  special  training  to  young  men  who  are  looking 
forward  to  business  careers. 

The  subjects  of  instruction  are  adapted  to  give  that 
general  training  which  is  valuable  whatever  the  line  of 
business  the  student  intends  to  enter,  and  also  to  fur- 
nish training  specifically  adapted  to  the  particular 
career  chosen.     Among  the  subjects  of  instruction  are 

Accountancy. 

Banking,  in  theory  and  practice. 

Corporation  accounting  and  finance. 

Commerce  and  the  consular  service. 

Commercial  and  corporation  law. 

Finance,  public  and  private. 

Railway  management. 

Insurance. 

Journalism. 

In  addition  to  these  subject  wide  opportunity  is 
offered  for  the  study  of  foreign  languages,  economics, 
sociology,  law,  science  of  government  and  business  cor- 
respondence in  English  and  in  foreign  languages. 

SCHOOL  OF  RAILWAY  ENGINEERING 
AND  ADMINISTRATION 

It  is  the  purpose  of  this  school  to  provide  courses 
of  training  which  shall  prepare  men  to  become  efficient 
workers  in  the  financial,  traffic,  and  operating  depart- 
ments as  well  as  in  the  engineering  departments  of 
steam  and  electric  railways. 

At  present  the  following  courses  are  offered: 

1.  COURSE  IN  RAILWAY  CIVIL  ENGINEERING. 

2.  COURSE  IN  RAILWAY  ELECTRICAL  ENGINEERING. 

3.  COURSE  IN   RAILWAY    MECHANICAL   ENGINEERING. 

4.  COURSE  IN  RAILWAY  ADMINISTRATION. 

5.  COQRSE  IN  RAILWAY  TRANSPORTATION. 


PRACTICAL  ACCOUNTING. 

Chicago,  III.,  Dec.  2,  1907 
(Time,  6  hours.) 
1.    A  corporation's  balance  sheets  for  August,  1907,  and  Sep- 
tember, 1907,  were  respectively  as  follows: 
Assets:  August,  1907. 

Plant  and  Equipment .$4,000,000.00 

Furniture 6,000.00 

Tools 3,000.00 

Stable < c , .         3,811.28 

Cash 15,250.36 

Material  Supplies 30,750.28 

Accounts  Receivable. . . , 28,920.13 

Unexpired  Insurance 510.29 


Total $4,088,242.34 

Liabilities: 

Capital  Stock $2,500,000.00 

Bonds l,350,000.0a 

Accounts  Payable 31,336.28 

Bills  Payable 26,240.12; 

Accrued  Taxes 3,500.00 

Accrued  Interest 5,625.00 

Profit  and  Loss 171,540.94 


*  Total $4,088,242.34 

Assets:  September,  1907- 

Plant  and  Equipment ,  .$4,012,310.21 

Furniture 6,205.58 

Tools *. 3,218.86 

Stable .         4,009.37 

Cash 8,328.29 

Material  Supplies . . . , 39,280.17 

Accounts  Receivable 32,321.83 

Unexpired  Insurance 832.12 


Total .$4,106,506.43 
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Liabilities: 

Capital  Stock $2,500,000.00 

Bonds 1,362,000.00 

Accounts  Payable 33,445.57 

Bills  Payable 18,240.12 

Accrued  Taxes  4,000.00 

Accrued  Interest ...,..: 11,250.00 

Profit  and  Loss 177,570.72 

Total $4,106,506.43 

Analyze  the  differences  in  the  corresponding  accounts  for  the 
period  and  show  disposition  of  increased  resources. 

2.  Under  the  laws  of  the  State  of  Maine,  certain  companies 
were  taken  over  by  a  newly  organized  corporation  which  bought 
their  entire  assets  and  conducted  the  business  for  several  months 
before  it  was  discovered  that  the  inventories  upon  which  the 
transaction  was  first  based  were  overstated  to  the  extent  of 
$10,000  in  the  case  of  one  of  the  constituent  companies  by  reason 
of  a  clerical  error.  It  was  further  found  that  it  would  be 
impracticable  to  recover  said  $10,000,  or  any  portion  of  it,  from 
any  of  the  original  companies,  or  from  any  of  the  original 
stockholders. 

The  balance  sheet  of  the  Maine  corporation,  prior  to  the 
discovery  of  the  error  in  inventory,  was  as  follows: 

Plant ' $268,137.00 

Good  Will  and  Patents.... 28,967.49 

Cash. 5,638.35 

Bills  Receivable 13,282.22 

Accounts  Receivable. . . , < 117,203.88 

Inventories 232,75L42        $665,980.36 

Capital  Stock  $500,000.00 

Accounts  Payable 22,684.26 

Bills  Payable 102,000.00 

Surplus 41,296.10        $665,980.36 

What  entries  would  the  book-keeper  be  justified  in  making 
to  adjust  the  accounts?    Give  reasons  for  your  answer. 

3.  The  Zero  Manufacturing  Co.  (incorporated  under  the 
laws  of  New  Jersey)  has  a  capital  of  $40,000  which  is  held  as  fol- 
lows:   A  $21,000,  B  $2,000,  C  $8,500,  D  $8,500.      On  December  31, 
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1906,  there  is  an  undivided  surplus  of  $34,576.  A  disposes  of  his 
entire  interest  in  the  concern  for  $35,000,  which  is  paid  to  him 
by  B,  C  and  D  out  of  the  company  funds.  B  then  agrees  to  dis- 
pose of  his  holdings  at  their  book  value  as  determined  immedi- 
ately after  A's  retirement. 

Draft  entries  covering  the  transaction  and  show  amount  to 
be  paid  to  B  and  the  apportionment  of  C  and  D's  remaining  in- 
terests. 

4.  The  ledger  balances  of  the  Alpha  Brewing  Company  at 
the  end  of  the  year  1906  appear  as  follows: 

Capital  Stock  $350,000.00 

Treasury  Stock $30,000.00 

Bonds 25,000.00 

Real  Estate ....    36,782.10 

Buildings 103,285.25 

Machinery 57,463.41 

Horses 7,585.00 

Wagons  and  Harnesses 5,210.08 

Stationary  Cooperage 23,409.87 

Floating  Cooperage 12,705.28 

Signs 7,648.93 

Saloon  Fixtures 15,784.25 

Office  Furniture 1,285.10 

Bills  Receivable , 24,710.85 

Accounts  Receivable 38,983.42 

Cash 60,562.07 

Accounts  Payable 6,575.89 

Inventory,  Jan.  1  '05,  Beer,  Malt,  Hops, 

Grits  and  Supplies 25,810.92 

Reserve  for  Depreciation: 

Machinery  6,210.85 

Floating  Cooperage 2,382.72 

Stationary  Cooperage 1,008.10 

Signs  3,710.25 

Saloon  Fixtures 5,282.84 

Office  Furniture 285.75 

Horses 2,408.09 

Wagons  and  Harnesses 1,224.82  22,513.42 

Purchases  in  1905— Malt,  Hops,  Grits,  etc.   82,510.75 
Fuel 4,805.92 
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Water 1,304.28 

Lighting  Expense 582.29 

Brewery  Labor 24,285.92 

Brewmaster 4,000.00 

Kevenue  Stamps 85,725.00 

Beer  Sales *                  342,423.50 


Discount  on  Sales 86,582.19 

Building-  Repairs 1,242.85 

Saloon  Expense 1.187.10 

Machinery  Repairs 1,572.25 

Salaries— Officers  and  Clerks 6,210.83 

Drivers' Spending  Money 5,708.25 

Stable  Labor  11,642.82 

Stable  Expense  and  Feed 5,242.10 

Interest  on  Bonds 750.00 

Wagon  and  Harness  Repairs 782.19 

Charity 647.33 

Advertising 1,528.19 

Discount  on  Purchases 764.85 

Interest  Received 6,210.82 

Insurance 2,583.41 

Taxes > 2,237.88 

Office  Expense 385  75 

General  Expense 1,322.18 

Undivided  Profits— Jan.  1,  1905 30,577.53 


$784,066.01       $784,066.01 


The  Inventory  December  31,  1906,  is: 

Beer,  Malt,  Hops,  Grits  and  Supplies $42,708.23 

Unexpired  Insurance 810.25 

Fuel 385.25 

Taxes  prepaid 575.25 

Feed 185.00 

Revenue  Stamps .    1,825.00 

Provide: 

5  per  cent.  Depreciation  on  Machinery. 
5  per  cent.  Depreciation  on  Stationary  Cooperage. 
10  per  cent.  Depreciation  on  Floating  Cooperage. 
20  per  cent.  Depreciation  on  Signs. 
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15  per  cent.  Depreciation  on  Saloon  Fixtures. 
5  per  cent.  Depreciation  on  Office  Furniture 

20  per  cent.  Depreciation  on  Horses. 

10  per  cent.  Depreciation  on  Wagons  and  Harness. 

Charge  off  Bad  Debts  $1,282.19. 

Close  the  books:  prepare  Trading  Statement,  Profit  and 
Loss  Statement  and  Final  Balance  Sheet. 

6.  At  the  close  of  the  first  year,  after  engaging  in  business, 
the  ledger  balances  of  an  Illinois  fire  insurance  company  may  be 
assumed  to  be  correctly  stated  as  follows: 

Losses  adjusted  and  paid $16,785.90 

Losses  adjusted,  not  paid 5,210.85 

Premiums  in  hands  of  Agents 7,892.54 

Capital . .  $200,000.00 

Surplus 100,000.00 

Premiums. 97,500.00 

Interest  , 8,942.50 

Commissions 26,847.25 

Taxes 1,51 0.83 

Salaries , 7,428.10 

General  Expenses 16,582.72 

Investments  and  Loans 290,150.69 

Office  Furniture 2,495.10 

Stationery  and  Supplies  (Inventory) 1,828.90 

Accounts  Eeceivable 16,825.95 

Accounts  Payable 3,180,75 

Reserve  for  losses  adjusted, 5,210.85 

Organization  expense 1,822.03 

Cash 19,453.24 

$414,834.10       $414,834.10 

The  Policy  Register  shows: 

Policies  Premiums 

Issued  Received. 

Expiring  in  1  year  $1,300,000.00  $15,000.00 

Expiring  in  2  years 1,075,000.00  18,500.00 

Expiring  in  3  years 1,450,000.00  34,500.00 

Expiring  in  5  years. 1,250,000.00  29,500.00 

$5,075,000.00        $97,500.00 
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The  Illinois  Statute  reads: 

"In  estimating  profits,  there  shall  be  reserved  therefrom 
"a  sum  equal  to  the  whole  amount  of  unearned  premiums 
"on  unexpired  risks  and  policies.  -x-  *  -x-  ^  * 
*'The  company  may  declare  dividends  not  exceeding  10  per 
"cent,  of  its  capital  stock  in  any  one  year  that  shall  have 
"accumulated  and  be  in  possession  of  a  fund  in  addition  to 
"the  amount  of  its  capital  stock  and  of  such  dividends  and 
"all  actual  outstanding  liabilities  equal  to  one-half  of  the 
"amount  of  all  premiums  on  risks  not  terminated  at  the 
"time  of  making  such  dividends.  A  year  is  defined  to  mean 
"a  calendar  year."  *         ^         *         *         *         ^         * 

Determine  the  reserve  required  and  state  what  sum,  if  any, 
is  available  for  dividends  without  impairing  the  surplus  shown 
in  the  ledger  balances.  Changes  in  relation  to  policies  cancel- 
led or  settled  for  under  claims  for  losses  may  be  ignored. 

6.  The  Orinoco  Coal  Company  was  incorporated  in  1904,  un- 
der the  laws  of  the  State  of  Illinois,  with  an  authorizied  capital 
of  $8,000,  divided  into  eighty  shares  of  the  par  value  of  $100  each, 
which  were  subscribed  for  as  follows: 

Samuel  Black 60hShares. 

William  Green  10  Shares. 

John  White 10  Shares. 

Samuel  Black  was  elected  President;  Geo.  Brown,  Vice- 
President  and  Manager,  and  Charles  Pinck,  Secretary  and  Treas- 
urer. Neither  Brown  nor  Pinck  held  any  stock,  but  were  to  re- 
ceive in  addition  to  their  salaries  a  percentage  of  the  net  profits; 
i.  e.  Brown  15  per  cent,  and  Pinck  10  per  cent. 

No  assessments  whatever  were  made  upon  the  stock,  the 
credit  to  Capital  Stock  being  offset  by  a  charge  to  Good  Will 
and  Franchises;  and  the  money  necessary  for  the  conduct  of  the 
business  wa^-s  borrowed  on  notes  endorsed  by  the  President. 
During  the  first  two  years  the  business  was  profitable;  the  bor- 
rowed capital  was  repaid  and  a  surplus  accumulated.  The  third 
year  the  expenses  exceeded  the  profits  and  the  company  disposed 
of  its  stock  of  coal  and  furniture  and  fixtures  and  discontinued 
business. 

At  a  meeting  of  the  stockholders  the  following  Balance 
Sheet  was  presented: 
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Assets  Liabilities 

Cash 31.12    Accounts  Payable 740.22 

Accounts  Receivable...     817.32  Reserve  for  Bad  Debts.  376.05 

Samuel  Black 6,644.15    Capital  Stock ,..  8,000.00 

Charles  Pinck 2,264.14    Surplus 8,640.46 

Good  Will&  Franchise.  8,000.00 


17,756.73  17,756.73 

It  was  announced  that  Treasurer  Pinck,  who  was  not  finan- 
cially responsible  and  was  not  bonded,  had  disappeared,  and  his 
account  was  uncollectable  but  would  be  reduced  by  crediting 
the  account  with  his  share  of  the  net  profits.  President  Brown, 
whose  account  was  also  largely  overdrawn,  stated  his  willing- 
ness to  undertake  the  work  of  liquidating  the  debts  of  the  com- 
pany, keeping  the  Reserve  for  Bad  Debts  as  a  protection  against 
such  of  the  Accounts  Receivable  as  could  not  be  collected,  and 
offered  to  give  his  personal  checks  at  once  to  William  Green, 
John  White  and  Geo.  Brown  for  their  share  of  the  surplus  after 
charging  to  it  the  uncollectable  portion  of  Pinck's  account. 
The  proposition  was  accepted. 

How  much  should  William  Green,  John  White  and  Geo. 
Brown  respectively  receive,  and  how  much  should  be  placed  to 
the  credit  of  Pinck's  account? 

Show  Balance  Sheet  after  the  distribution. 

Chicago,  III.,  May  5, 1908. 

(Time,  6  hours.) 

1.    Proposition  A.     In  1906  a  manufacturer's  gross  sales 

amounted  to  $202,706.00 

against  which  his  outlay  was: 

Material $94,645.00 

Wages. . 61,725.00 

Shop  expense 17,135.00 

Administrative  expense 14,250.00 

State  the  ratios  of  the  several  features  of  departmental  ex- 
pense to  the  gross  sales;  also  the  per  centum  of  profit. 
Proposition  B.    The  same  excepting 

Gross  Sales $435,000.00 

Material $233,000.00 
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Wages 88,840.00 

Shop  expense 27,826.00 

Administrative  expense 17,585.00 

Review  the  conditions  and  apparent  causes  that  result  in 
the  great  difference  shown  in  the  percentage  of  profit  between 
the  two  propositions. 

2.  On  January  1,  1900,  A  purchases  the  plant  and  business 
of  B  for  $400,000,  payable  $100,000  cash;  $150,000  January  1, 1901; 
$150,000  January  1,  1902,  with  interest  on  deferred  pa3^ments  at 
6  per  cent.  None  of  the  book  accounts  or  stock  of  finished 
goods  on  hand  January  1,  1900,  are  included  in  the  sale,  but  are 
specifically  reserved  by  B.  Of  such  the  Accounts  Receivable  are 
$28,500  and  finished  goods,  per  inventory,  $45,000,  The  agree- 
ment further  stipulates  that  B  shall  operate  the  plant  during 
the  year  1900  and  shall  be  re-imbursed  on  January  1,  1901,  for 
all  funds  advanced  for  supplies,  expense,  labor  or  any  other  pur- 
pose in  connection  with  the  operation  of  the  business  during 
1900,  as  shown  by  B's  books.  Such  advances  to  be  computed 
monthly  and  to  bear  interest  from  the  last  day  of  each  month 
at  6  per  cent,  per  annum  to  January  1,  1901.  The  profits  of  the 
business  for  the  year  1900  to  belong  to  A. 

On  December  31,  1900,  B  reports  that  inventory  of  finished 
goods  on  hand  is  $48,500.  Expenses  have  been  $284,000  and  sales 
$350,000. 

Condensed  particulars  of  transactions  are  as  follows: 

Sales. 

January $15,000 

February 10,000 

March 5,000 

April  5,000 

May.'. 5,000 

June 5,000 

July  100,000 

August 80,000 

September 75,000 

October  25,000 

November 15,000 

December 10,000 


$350,000 


Cash 

Cash 

Interest 

Collections. 

Advances 

DueB. 

$10,000 

$10,000 

$550.00 

15,000 

25,000 

1,250.00 

10,000 

12,000 

540.00 

15,000 

32,000 

1,280.00 

5,500 

35,000 

1,225.00 

18,000 

25,000 

750.00 

55,000 

30,000 

750.00 

75,000 

25,000 

500.00 

55.000 

30,000 

450.00 

45,000 

30,000 

300.00 

50,000 

15,000 

75.00 

19,000 

15,000 

$284,000 

$372,500 

$7,670.00 
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B  presents  the  following  statement  to  A  on  January  1,  1901, 
and  requests  Settlement: 

Sale  of  plant  and  business  as  per  contract $400,000 

Less  cash  paid  by  A  January  1,  1900 100,000 

300,000 

Interest  6  per  cent.  1  year  18,000 

Advanced  by  B  monthly 284,000 

Interest  on  advances 7,670 

609,670 
Sales - 350,000 

Balance  due  B < . . . .  259,679 

Of  which  $150,000  deferred  to  Jan.  1,  1902. 150,000 

Due  January  1, 1901 $109,670 

A  is  not  satisfied  with  statement  and  employs  Certified  Pub- 
lic Accountants  to  investigate  and  report  another  basis  of  set- 
tlement. It  is  found  that  the  Accounts  Receivable  December 
31,1900,  are  $6,000,  and  B  has  taken  these,  as  well  as  the  finished 
goods  remaining  on  hand  ($48,500)  and  claims  both  items  belong 
to  him.    There  are  no  liabilities. 

Make  statement  for  A,  as  requested,  using  your  own  meth- 
ods. B's  statement  of  interest  on  Advances  may  be  assumed  to 
be  correct  in  this  question. 

3.  You  are  called  upon  to  audit  the  accounts  of  Roland 
Stone  &  Co.,  stock  brokers,  Chicago,  as  of  January  11, 1908. 

Statement  "A"  is  account  current  rendered  by  Henry  Hud- 
son &  Co.,  the  New  York  correspondents  of  Roland  Stone  &  Co. 

Statement  "B"  is  account  current  made  up  from  Stone's 
books. 

Bring  down  long  and  short  currency  balances  on  statement 
**A"  and  establish  net  balance. 

Also  show  balance  of  stocks  open,  both  long  and  short. 

Bring  down  stock  balances  on  statement  "B,"  both  long 
and  short. 

Make  up  Reconciliation  statement,  showing  currency  dif- 
ferences between  "A"  and  "B''  statements. 
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4.  A  railroad  corporation,  owning*  an  important  system  of 
railways,  secures  the  passage  of  a  law  under  which  it  has  power 
to  acquire,  hold  and  vote  stocks  in  other  corporations.  It  ac- 
quires approximately  90  per  cent  in  each  case  of  the  capital  stocks 
of  three  smaller  railroad  corporations  owning-  feeder  lines. 

Prepare  for  illustration  condensed  balance  sheets  of  the  four 
companies  prior  to  the  merger,  showing  in  each  case  the  fol- 
lowing: 

ASSETS. 

Property  Rights  and  Franchises. 
Materials  and  Supplies  on  Hand. 
Accounts  Receivable. 
Cash  on  Hand. 
Unearned  Insurance. 

LIABILITIES. 

Bonded  Debt. 

Capital  Stock. 

Bills  Payable. 

Accounts  Payable. 

Accrued  Interest  and  Taxes. 

Surplus. 
The  larger  company  takes  over  the  Materials  and  Sup- 
plies on  hand,  and  also  the  Cash  on  Hand  of  the  three  subsidiary 
companies,  and  the  stock  of  the  subsidiary  companies  is  acquired 
in  exchange  for  a  new  issue  of  preferred  stock  of  the  larger  com- 
pany, dollar  for  dollar.  Based  upon  the  trial  balances  which  you 
use  for  illustration,  prepare  trial  balances  of  all  of  the  companies 
as  they  should  appear  when  the  merger  has  been  accomplished. 

5.  Review  Question  No.  1  (as  given  this  morning)  and  crit- 
icise method  adopted  by  B  in  calculating  interest  on  advances. 
Provided  you  had  full  access  to  B's  books,  state  how  you  would 
work  out  the  accounts  and  establish  a  thoroughly  correct  basis 
of  settlement.  What  essential  errors  of  principle  can  be  shown 
in  B's  statement? 

6.  You  are  employed  to  conduct  the  accounting  for  a  pub- 
lic utility  proposition  just  incorporated.  It  involves  the  ac- 
counting for  both  the  construction  and  operation  of  the  plant. 
The  company  incorporates  under  the  laws  of  the  state  of  Illi- 


PRACTICAL  ACCOUNTING  15 

nois  and  issues  its  stock  and  bonds,  the  proceeds  of  which  are 
used  to  build  the  plant. 

Give  opening  Capital  entries  and  Divisional  charges  in  con- 
struction and  outline  an  operating  system  of  accounts.  In  the 
opening  and  construction  entries  use  your  own  figures. 

Chicago,  III.,  TSTovbmber  19,  1908. 
PART  I.— (Time,  3  hours) 

1.  The  following  are  the  Balance  Sheets  of  two  companies 
which  carrying  on  similar  businesses  have  decided  to  amalga- 
mate on  the  basis  that  the  good  will  and  assets  (except  the 
shares  of  Y.  Z.  Mining  Company  held  by  the  A.  B.  Mining  Com- 
pany) are  of  equal  value.  How  would  you  recommend  that  the 
amalgamation  should  be  effected. 

State  two  possible  methods,  with  full  explanation  of  your 
reasons,  and  give  in  each  case  the  Balance  Sheet  of  the  Amal- 
gamated Company. 

THE  A.  B.  MINING  COMPANY. 

Balance  Sheet  at  December  31st,  1907. 

ASSETS. 

Cost  of  Mines  and  Other  Assets $  250,000.00 

Shares  in  the  Y.  Z.  Mining  Company,  1250  shares  of 

$100.00  each,  costing 187,500.00 

Accounts   Receivable 5,000.00 

Cash 2,500.00 

Stock  of  Minerals < 5,000.00 


Total $450,000.00 

LIABILITIES 

Accounts  Payable $  12,500.00 

Creditors  for  cost  of  purchase  of  1250  shares  in  the 

Y.  Z.  Mining  Company  (per  contra)  187,500.00 

Capital  Stock,  2500  shares  of  $100.00  each 250,000.00 


Total $450,000.00 
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THE  Y.  Z.  MINING  COMPANY 

Balance  Sheet  at  December  31st,  1907. 

ASSETS. 

Cost  of  Mines  and  Other  Assets $250,000.00 

Stock  of  Minerals 2,500.00 

Accounts  Receivable 5,000.00 

Cash... 2,500.00 

Total $260,000.00 

LIABILITIES. 

Accounts  Payable $  10,000.00 

Capital  Stock,  2500  shares  of  $100.00  each 250,000.00 

Total $260,000.00 

2.  Bilsom  and  Marley  are  partners,  sharing  profits  and 
losses  equally.  The  partnership  is  dissolved  December  31,  1907, 
at  which  time  Bilsom's  capital  investment  is  $10,000, and  Marley's 
$2,500.  The  total  liabilities  of  the  firm  are  $25,000,  which  in- 
cludes $5,000  due  Bilsom  on  loan  account  and  $2,500  due  Marley 
on  loan  account.  The  whole  of  the  assets  of  the  firm  are  dis- 
posed of  for  $30,000  cash  on  May  1,  1908.  Prepare  accounts  clos- 
ing the  partnership  and  show  the  position  in  which  the  partners 
stand  with  each  other.    No  allowance  for  interest  is  required. 

3.  You  are  called  upon  to  make  up  a  statement  of  the  con- 
dition of  a  business  which  has  been  running  for  a  few  years  at 
a  loss,  but  to  which  has  been  added  a  new  feature;  upon  the 
possibilities  of  which  and  his  own  financial  responsibility  out- 
side of  the  business,  the  proprietor  has  succeeded  in  negotiating 
a  loan.  The  books  have  not  been  well  kept,  but  the  following 
particulars  can  be  obtained  from  them: 

Merchandise  purchased  during  the  year $50,000.00 

Total  sales  for  year. 40,000.00 

Borrowed  from  John  Smith 30,000.00 

Fixtures  purchased  during  the  year  5  000.00 

Expenses  for  year 20,000.00 

Proprietor's  drawings  during  the  year 3,000.00 

Cash  on  hand  December  31,  1907 ■ 1,300.00 

Accounts  receivable  December  31,  1907 5,000.00 
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Accounts  payable  December  31,  1907 15,000.00 

Mdse.  inventory  new  department  Dec.  31,  '07 25,000.00 

The  books  on  January  1,  1907,  showed  the  following  bal- 
ances: 

Cash  on  hand , $   300.00 

Accounts  receivable 2,000.00 

Fixtures 2,000.00 

Accounts  payable *        3,000.00 

Capital  5,000.00 

Advances  to  employes 2,000.00 

On  January  1,  1907,  the  bookkeeper  had  made  up  the  follow- 
ing statement  intended  for  a  balance  sheet  at  that  date,  viz. : 

Cash $    300.00    Accounts  payable $3,000.00 

Accounts  receivable  4,000.00    Loan  from  Mary  White  6,000.00 

Fixtures 2,000.00 

Deficit 2,700.00 


$9,000.00  $9,000.00 

Without  calculating  interest  or  depreciation  make  up  a 
Profit  and  Loss  Account  for  1907  and  a  Balance  Sheet  as  of 
December  31,  1907. 

Part  II— (Time,  3  hours.) 

4.  A  company  is  formed  at  January  1st,  1907,  with  a  capi- 
tal of  $1,750,000.00,  consisting  of  17,500  shares  of  the  par  value 
of  $100.00  each. 

Of  these,  16,250  shares  are  sold  to  subscribers  at  par  for 
cash. 

The  following  is  a  summary  of  the  transactions  of  the  Com- 
pany during  the  first  twelve  months  of  carrying  on  business: 

The  preliminary  and  formation  expenses  are  $12,500.00, 
which  are  paid  in  cash. 

They  purchase  freehold  and  leasehold  current  going  iron 
works  and  collieries  from  A.  B.  and  Company  for  $1,250,000.00. 

They  take  over  from  them  the  necessary  plant  and  machin- 
ery at  $375,000.00,  and  a  stock  of  iron,  coal,  etc.,  at  $229,250.00. 

The  vendors  take  in  part  payment  of  their  purchase  money 
$50,000.00  First  Mortgage  Bonds,  ani  $125,000.00  in  shares  of 
the  Coaapany,  fully  paid.  Tliere  is  $1,665,000.00  paid  to  them 
in  cash. 
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The  Company  expends  during  the  year,  $54,200.00  in  addi- 
tions to  the  plant  and  machinery  by  purchases  from  sundry 
creditors  to  the  extent-  of  $41,300.00,  and  by  payments  through 
Cash  Account  of  $12  900.00. 

They  purchase  materials  from  sundry  creditors  to  the  ex- 
tent of  $461,500.00,  and  they  purchase  for  cash  to  the  extent  of 
$67,310.00.  They  pay  for  wages,  rents,  royalties,  tolls,  wagon 
hire,  repairs,  etc.,  $842,700.00. 

Their  sales  of  iron  and  coal  to  sundry  debtors  amount  to 
$1,526,585.00.  They  receive  in  cash  from  sundry  debtors  $1,040,- 
700.00. 

They  draw  on  sundry  debtors  bills  to  the  extent  of  $419,- 
740.00. 

They  transfer  of  the  above  amount  to  sundry  creditors  $54,- 
510.00,  and  the  bank  credits  their  account  with  $331,400.00,  the 
proceeds  of  those  discounted. 

They  pay  in  cash  to  sundry  creditors  $231,415.00. 

They  accept  for  creditors,  bills  of  exchange  to  the  extent  of 
$142,110.00;  of  this  amount  they  meet  $86,005.00  through  their 
banking  account,  the  balance  being  still  current  at  the  end  of 
the  year.  They  borrow  on  First  Mortgage  Bonds  $375,000.00 
which  is  paid  into  their  banking  account  as  received. 

They  pay  to  their  bankers  for  interest  and  commissions 
$8,040.00;  for  sa  aries,  office  expenses,  and  management,  $15,- 
670.00;  law  charges,  $410.00,  and  for  Directors'  and  Auditors' 
fees,  $3,010.00. 

They  write  off  five  per  cent,  from  the  original  amount  of 
the  plant  and  machinery  for  depreciation,  but  nothing  from 
the  additions. 

They  also  write  off  the  following  amounts:  $25,000.00  from 
the  freehold  and  leasehold  property  to  cover  minerals  taken 
from  the  freehold  and  to  provide  for  the  expiration  of  the 
leases;  $3,005.00  for  bad  debts,  and  one-fifth  from  the  prelimin- 
ary expenses. 

The  discount  allowed  to  sundry  debtors  amounted  to  $5,- 
630.00. 

There  is  due  at  the  close  of  the  year  $2  250.00  for  interest 
on  Bonds,  and  the  value  of  the  stock  of  materials  then  on 
hand  is  $154,285.00. 
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All  receipts  are  paid  into  the  bank,  and  all  payments  are 
made  by  check. 

Prepare  Trading  and  Profit  and  Loss  Accounts  and  Balance 
Sheet  as  at  December  31st,  1907,  showing  the  result  of  all  the 
foregoing  transactions.  Marshall  the  assets  and  liabilities,  be- 
ginning the  former  with  the  most  liquid  asset,  and  the  latter 
with  the  liability  to  be  first  paid. 

Criticise  in  any  way  that  occurs  to  you  the  information 
that  the  Trading  and  Profit  and  Loss  Accounts  and  Balance 
Sheet  give. 

5.  Prepare  from  the  following  figures,  as  if  for  a  meeting 
of  creditors,  a  State oaent  of  Affairs  of  Brown  and  Company. 

Cash  at  Bank,  $500.00;  Cash  in  Hand,  $50.00;  present  value 
of  lease,  $5,000.00,  upon  which  a  loan  of  $2,500.00  has  been  ob- 
tained; debtors  good,  $10,000.00;  ditto  doubtful,  $1,500.00,  which 
it  is  expected  will  produce  $750.00;  ditto  bad,  $2,500;  creditors 
unsecured  on  open  accounts,  $40,000.00;  creditors  on  bills  pay- 
able, $10,000.00;  stock-in-trade,  cost  $20,000.00,  estimated  to 
realize  $12,000.00;  plant  and  machinery,  cost  $12,500.00,  esti- 
mated to  produce  $6,000.00;  credit  for  an  advance  of  $4,000.00, 
holding  security  valued  at  $1,750.00;  liabilities  on  accommoda- 
tion bills  of  exchange,  $15,000.00  of  which  it  is  expected  $7,- 
500.00  will  rank  for  dividend;  liabilities  on  bills  discounted  $20,- 
000.00,  of  which  it  is  expected  $3,500.00  will  rank  for  dividend; 
creditors  for  rent  and  wages,  $250.00. 

As  the  statement  of  affairs  referred  to  above  shows  insolv- 
ency, prepare  Trading  and  Deficiency  Accounts  from  certain 
facts  therein  discloseed,  and  from  the  following: 

Capital  at  commencement,  $12,500.00;  sales,  $270,000.00; 
loss  on  shipment  to  Cape  Town,  $7,000.00;  purchases,  $241,- 
200.00;  drawings,  $14,000.00;  wages  (manufacturing)  $15,000.00; 
trade  charges  and  expenses,  $30,000.00;  profit  on  purchase  and 
sale  of  shares  $1,750.00. 

6.  A,  B  and  C  were  partners  and  contributed  the  following 
capital:  A  $8,000,  B  $6,000,  and  C,  $4,000.  Profits  and  losses 
were  to  be  borne  equally.  At  the  end  of  the  first  year  each 
partner  had  drawn  $1,000.  The  assets  were  then  disposed  of 
for  $3,000,  the  purchaser  discharging  all  the  liabilities  of  the 
firm.  How  should  this  sum  of  $3,000  be  apportioned  among  the 
partners  and  would  any  of  them  have  to  advance  any  further 
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sum?    If  SO,  state  which  partner  and  how  much  and  make  up 
the  necessary  accounts  to  show  the  results. 

Chicago,  III.,  May  4,  1909. 
Part  I— (Time,  3  hours.) 
1.    The  fiscal  year  of  a  Manufacturing  Company  ends  June 
30,  1908,  and  the  bookkeeper  presents  a  statement  to  the  Direc- 
tors made  up  in  the  following  form: 

Gross  Sales. $285,000.00 

Increase  of  Inventory 15,000.00 

$300, 000 .  00 

Cost  of  sales: 
Operating  expenses,  material  &  supplies  $257,000.00 

Plant  expense c 12,000.00 

Freight  on  returned  goods 600.00 

Sundry  purchases  finished  goods. 10,400.00 

$280,000.00 

Manufacturing  Profit 20,000 .  00 

ether  Income: 

Miscellaneous  earnings 1,500.00 

Profit  on  contracts _ 6,500.00 

Discount  on  purchases 500.00 

$    8,500.00 

$  28,500.00 
Less: 

Discount  on  sales - 2,875.00 

Eebates  and  allowances 1,125.00 

4,000.00 

Net  Plant  Profit $24,500.00 

Less: 

General  expenses 5,500.00 

Interest 1,500.00 

7,000.00 

Net  Profit $  17,500.00 

You  are  required  to  make  up  a  Profit  and  Loss  statement 
in  regular  form,  showing  Purchases,  etc.,  and  using  such  of  the 
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above  figures  as  may  be  necessary  together  with  those  follow- 
ing:—Inventory  June  30,  1907.  Material  $115,000,  Supplies  $35,- 
000,  Finished  Goods  $45,000.  Inventory  June  30,  1908.  Material 
$140,000,  Supplies  $10,000,  Finished  Goods '$60,000.  Material  used 
in  factory  during  the  year,  $75,000.  Wages  $122,500.  Fuel  $2,500. 
Eepairs  and  Renewals,  $2,000.  Other  operating  expenses,  $55,- 
000,  which  includes  $25,000  supplies  used. 

2.  By  the  partnership  deed  of  a  manufacturing  firm  con- 
sisting of  four  members,  A,  B,  C,  and  D,  it  was  provided  that 
in  the  event  of  the  death  of  any  partner  before  the  expiration 
of  the  partnership  by  effluxion  of  time  on  December  31st,  1911, 
there  should  be  paid  to  the  legal  representatives  of  the  deceased 
the  amount  appearing  to  his  credit  on  December  31st,  next  pre- 
ceding the  death,  together  with  interest  thereon  at  5  per  cent, 
per  annum  to  December  31st  following  the  decease  and  a  share 
of  the  profits  of  the  year  of  his  decease  corresponding  to  the 
number  of  days  that  he  lived  during  it,  calculated  after  the 
rate  of  the  average  of  his  share  for  the  last  three  completed 
years,  together  with  interest  on  such  share  from  the  date  of 
death  to  the  end  of  the  year. 

The  four  partners  shared  profits  equally  and  each  took  in- 
terest on  his  capital  at  5  per  cent,  per  annum,  but  no  interest 
was  charged  on  the  drawings,  for  each  drew  at  the  end  of 
every  monDh  an  equal  sum  in  anticipation  of  profits. 

The  surviving  partners  were  to  share  the  profits  equally. 
C  died  on  June  30th,  1905.  The  profits  of  the  three  immedi- 
ately preceding  years  had  been  respectively  $70,000.00,  $78,- 
000.00  and  $63,500.00.  The  proportion  payable  in  respect  of  a 
deceased  partner's  interest  and  profits  it  was  stipulated  by  the 
deed  of  partnership  should  be  treated  as  a  trade  expense  of  the 
year  in  which  he  died. 

With  the  aid  of  the  following  Trial  Balance,  of  December 
31st,  1905,  taken  out  before  interest,  depreciation,  and  an 
amount  in  lieu  of  factory  rent  have  been  charged,  prepare 
Manufacturing  and  Profit  and  Loss  Accounts  for  1905,  shovving 
the  various  items  in  their  proper  divisions,  and  allowing  $2,- 
500.00  for  depreciation  of  Plant  and  Machinery,  $250.00  for  de- 
preciation of  Office  Furniture  and  Fixtures,  and  5  per  cent,  on 
the  amount  of  the  Real  Estate  (as  appearing  in  the  Trial  Bal- 
ance) for  Factory  Rent.     Also  construct  a  Balance  Sheet,  show- 
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ing-  what  was  due  to  the  deceased's  estate  and  what  capital 
stood  to  the  credit  of  each  of  the  surviving  partners. 

The  inventory  at  December  31st,  1905,  was  $125,000.00. 
Bills  Receivable  to  the  amount  of  $1,000.00  falling  due  after 
December  31st,  1905,  had  been  discounted. 

Trial  Balance,  December  31st,  1905. 

A,  Capital  Account $  120,000.00 

B,  Capital  Account  110,000.00 

C,  Capital  Account 100,000.00 

D,  Capital  Account 90,000.00 

A,  Drawing  Account $  12,000.00 

B,  Drawing  Account 12,000.00 

C,  Drawing  Account 5,000.00 

D,  Drawing  Account 12,000 

Inventory,  December  31st,  1904 100,000.00 

Purchases  during-  the  year  after  credit- 
ing Bought  Returns.. , 1,775,000.00 

Factory  Wages  and  Salaries 250,000.00 

Balance  of  Discounts  Received,  and 

Allowed , 20,000.00 

Sales  during  the  year,  after  debiting 

sold  Returns 2,110,000.00 

Cash  in  Hand  and  at  Bank 29,500.00 

Bad  Debts 16,000.00 

Bills  Receivable 15,000.00 

Office  Salaries < 9,000.00 

General  Office  Expenses 2,500.00 

Accounts  Receivable 414,000.00 

Traveling  Expenses 10,000.00 

Taxes,  Factory  1,000.00 

Rent  and  Taxes,  Office 2,000.00 

Real  Estate ...  60,000.00 

Plant  and  Machinery 15,000.00 

Office  Furniture  and  Fixtures 2,500.00 

Bills  Payable 50,000.00 

Accounts  Payable 150,000.00 

Interest  and  Bank  Discount,  paid 7,500.00 


$2,750,000.00  2,750,000.00 


PRACTICAL.  ACCOUNTING  23 

3.  A  new  corporation,  D  is  formed  to  purchase  and 
amalgamate  the  business  of  three  corporations,  A,  B,  and 
C  carrying  on  the  same  class  of  business,  at  December  31st, 
1908. 

There  are  considerable  differences  between  the  capitals, 
the  gross  sales,  the  expenses  and  the  net  profits  of  the  three 
corporations.  The  amount  to  be  allotted  to  each  in  shares  of 
the  new  corporation  for  its  capital  and  good  will  is  agreed  to 
be  referred  to  you. 

Using  your  own  figures,  construct  and  give  a  profit  and 
loss  account  for  five  years  ended  December  31st,  1908,  and  bal- 
ance sheet,  showing  liabilities  other  than  capital,  at  December 
31st,  1908,  for  Corporations,  A,  B.  and  C,  illustrating  the 
foregoing  particulars,  and  assume  that  Corporation  A  shows 
a  larger  profit  on  a  smaller  capital  than  either  of  the  others. 

Give  the  balance  sheet  of  the  new  Corporation  D  as  it 
will  appear  as  the  result  of  your  Report,  and  state  your  reasons 
for  the  allotment  you  consider  equitable. 

PART  II.    (Time,  3  Hours.) 

4.  Two  professional  firms,  consisting  of  two  partners  each, 
agree  to  amalgamate.  Jones  and  Robinson  have  Accounts  Re- 
ceivable, $12,500.00  and  other  assets  taken  as  net,  $1,250.00. 
Sikes  and  Wilson  have  Accounts  Receivable,  $11,000,00,  and 
other  assets  net  $1,000.00,  each  firm  bringing  $2,500.00  in  Cash 
and  discharging  their  own  liabilities,  with  an  arrangement  that 
the  partners  of  each  firm  shall  have  a  preferential  allowance  of 
15  per  cent,  on  professional  fees  arising  from  the  connections 
of  each  firm. 

At  the  end  of  twelve  months  the  earnings  were  $49,500.00, 
of  which  $19,000.00  came  from  Jones  and  Robinson's  introduc- 
tion, $23,000.00  from  Sikes  and  Wilson's,  and  the  rest  from  neu- 
tral ground.  The  Accounts  Receivable  of  Jones  and  Robinson 
were  realized  at  an  average  loss  of  6  per  cent.,  those  of  Sikes 
and  Wilson  at  5  per  cent.    The  expenses  were  $16,725.00. 

As  at  the  end  of  the  year,  make  out  the  Realization  Ac- 
count of  each  firm,  the  Profit  and  Loss  Account  of  the  amalga- 
mated firm,  and  the  Capital  Accounts  of  each  partner,  allowing 
interest  on  the  net  assets  and  cash  brought  in  at  5  per  cent, 
per  annum,  but  none  on  the  Accounts  Receivable.    The  drawings 
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have  been:    Jones,  $5,000.00;    Eobinson,   $3,250.00;    Sikes,  $5,- 
500.00;    Wilson,  $3,500.00,  without  interest. 

Profits  are  divided  as  follows:  Jones  and  Sikes,  three- 
tenths  each;  Robinson  and  Wilson,  two-tenths  each.  The  same 
proportions  govern  the  divisions  of  Assets  brought  in  and  the 
Preferential  Allowances. 

5.  Two  merchants,  C.  F.  Munton  and  W.  A.  Spencer, 
agree  to  share  equally  in  a  joint  adventure  in  trade  to  the  West 
Indies. 

On  March  1st,  1907,  they  charter  a  small  vessel  and  pur- 
chase and  ship  materials  which  cost  them  $197.00,  for  which 
Munton  gives  his  check. 

This  cargo  they  consign  to  John  Smith,  their  agent  at 
Havana,  which  he  disposes  of,  and  in  return  ships  on  board  the 
same  vessel  4,000  cases  of  Commodity  A  and  100  cases  of  Com- 
modity B;  and  he  draws  on  Munton  at  sight  for  $125.00,  this 
being  the  amount  of  the  agent's  charges  and  disbursements 
over  and  above  the  net  proceeds  of  the  cargo  consigned  to  him. 
Munton  accepts  and  pays  the  bill.  On  April  1st  the  vessel  ar- 
rives, whereupon  Munton  pays  sundry  charges  of  $337.50. 
Spencer  pays  the  freight,  amounting  to  $493.00.  On  April  4th 
Munton  sells  1,000  cases  of  Commodity  A  to  Henry  Chamberlain 
for  $239.58,  and  collects  $150.00,  and  on  April  10th  Spencer  col- 
lects the  rest. 

About  this  time,  Mr.  Spencer  happens  to  have  occasion  for 
1,400  cases  of  Commodity  A,  which  he  takes  on  April  14th,  and 
with  Munton's  consent  values  at  $291.66.  He  also  takes  10 
cases  of  Commodity  B,  valued  at  $47.50.  Munton  sells  the 
other  1,600  cases  of  Commodity  A  on  April  20th '  to  John 
Walters  for  $383.33,  and  a  month  after  accepts  $382.50  in  full 
payment. 

Mr.  Munton  next  sells  on  April  25th  the  other  90  cases  of 
Commodity  B  in  barter  for  30  cases  of  Commodity  C,  which  he 
and  Spencer  divide  equally  between  them. 

The  goods  being  thus  disposed  of,  Munton  presents  his  bill 
of  charges,  which  comes  to  $22.66,  and  desires  to  have  accounts 
stated  between  Mr.  Spencer  and  him. 

You  are  required  to  give  the   Ledger  Accounts  of  the  joint 
adventure  recording  the  foregoing  transactions  as  follows: 
Joint  Adventure  Account, 
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C.  F.  Munton, 

W.  A.  Spencer, 

Henry  Chamberlain, 

John  Walters, 
and  also  W.  A.   Spencer's  account  in  C.   F.  Munton's  ledger, 
showing  his  joint  adventure  with  W.  A.  Spencer. 

6.  On  December  1,  1907,  the  following  particulars  are 
furnished  of  the  position  of  John  Mapleton,  insolvent:  Factory 
equipment  cost  $15,000.00,  estimated  to  realize  $10,000.00.  Stock 
of  finished  goods,  $10,000.00,  estimated  worth  $7,500.00.  Ma- 
terial and  supplies  $2,500.00  estimated  worth  $1,000,00.  Furni- 
ture and  Fixtures,  $900.00,  estimated  worth  $200.00.  Invest- 
ments valued  at  $25,275.00,  of  which  $15,000.00  is  held  by  Bank- 
ers as  security  for  loan  of  $12,000.00.  Accounts  receivable, 
$6,250.00  of  which  $2,500.00  are  good;  $1,250.00  bad;  and 
$2,500.00  estimated  to  realize  $1,500.  Cash,  $575.00,  of  which 
$25.00  represents  petty  expense  items  not  charged  up,  and  $50.00 
an  I.  O.  U.  of  a  former  employe  which  is  worthless.  Accounts 
Payable,  $28,500.00.  Bills  Payable,  $25,000.00,  of  which  $12,000.00 
is  due  Bankers.  Wages  due,  $500.00.  Bent  due  and  past  due, 
$1,000.00.  Capital  on  January  1,  1907,  as  shown  by  books, 
$15,000.00.  Loss  by  sale  of  investment  May  1,  1907,  $5,000.00 
Loss  in  trading  account  January  11,  907,  to  December  1,  1907, 
$3,500.00.  Drawings  charged  personal  account  of  John  Maple- 
ton,  $1,000.00. 

Make  up  a  statement  of  affairs  and  a  Deficiency  account  as 
on  December  1.  1907. 
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AUDITING. 

Chicago,  III.,  December  3, 1907. 
(Time,  3  Hours.) 

1.  In  the  examination  of  the  accounts  of  a  brewery,  how 
would  you  determine  whether  the  amount  of  beer  produced  and 
disposed  of  during  the  year  was  in  proper  relation  to  the  condi- 
tions disclosed  by  final  inventories? 

2.  An  interurban  railway  company,  wishing  to  provide 
against  possible  accidents,  adopted  the  plan  of  depositing  2  per 
cent,  of  their  gross  receipts  each  month  in  a  local  savings  bank 
as  a  reserve  for  that  purpose,  charging  the  funds  so  set  aside  to 
an  account  which  they  designated  ' ' Reserve  for  Accidents. ' '  The 
total  fund  for  the  year  amounted  to  $4,869.26,  out  of  which  they 
paid  $950  for  accidents  occurring  and  settled  during  the  twelve 
months,  debiting  such  payment  to  Accident  Account,  and  leaving 
a  cash  balance  in  the  bank  on  December  31,  of  $3,919.26. 

The  book-keeper  endeavored  to  close  the  books  by  showing 
the  $4,869.26  as  a  charge  against  operating  for  the  year  arising 
out  of  accident  liability,  carrying  over  the  balance  in  bank 
($3,919.26)  to  provide  for  future  accidents,  and  making  a  corre- 
sponding credit  to  the  "Reserve  for  Accidents"  account.  This 
left  the  company  with  cash  assets  of  $3,919.26  not  represented  on 
the  books. 

Wherein  did  the  book-keeper  err  and  what  entries  should 
have  been  made  to  show  the  transaction  correctly? 

3.  In  making  an  audit  of  a  large  bank  where  many  of  the 
bills  discounted  are  in  the  form  of  demand  notes  upon  which  par- 
tial payments  of  principal  and  interest  are  permitted  to  be  made, 
and  where  in  many  instances  the  customer,  as  he  hands  in  his 
check,  does  not  wait  to  see  an  endorsement  of  the  payment 
actually  made  at  the  time  by  the  bank  employee,  how  would  you 
assure  yourself  that  one  of  the  entries  covering  such  partial 
payments  were  held  over  until  the  next  day,  while  the  check  or 
currency  might  be  slipped  into  the  Teller's  cash? 
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4.  In  the  construction  of  a  large  building  the  proprietors 
issue  $800,000  20-year  6  per  cent,  bonds  which  are  disposed  of  to 
the  contractors  at  85  per  cent,  of  their  face  value.  You  find, 
upon  examintion,  that  the  discount  of  15  per  cent,  has  been 
charged  to  Construction  Account  in  the  first  place,  and  then  into 
Building  Account. 

State  whether  you  consider  the  final  entry  legitimate  or  not, 
and  give  reasons. 

5.  In  the  examination  of  the  accounts  of  an  important  rail- 
road, iti  appears  that  none  of  the  invoices  and  material  purchased 
appear  on  the  company's  books  until  they  have  been  approved  by 
the  Purchasing  Agent  and  Division  Superintendents,  although 
the  various  store-keepers'  reports  show  that  much  of  the  ma- 
terial and  supplies  has  actually  been  received. 

How  would  you  deal  with  such  a  condition  and  determine  the 
real  position  of  the  railroad  with  respect  to  purchases  not  taken 
up  on  the  voucher  register? 

6.  In  examining  the  affairs  of  a  private  country  bank,  it  is 
ascertained  that  no  record  of  certificates  of  deposit  has  been  kept 
except  in  the  general  ledger.  It  also  appears  that  partial  pay- 
ments have  been  occasionally  made  on  certain  certificates  which 
are  still  in  the  hands  of  the  depositor. 

How  would  you  proceed  to  determine  the  liabilicy  of  the 
bank  with  respect  to  certificates  of  deposit  outstanding? 

7.  Assuming  that  all  cash  discounts  on  purchases  made  dur- 
ing the  year  have  been  taken  advantage  of,  and  the  ledger  account 
shows  a  substantial  credit,  to  what  account  would  you  close  the 
balance?    In  the  case  of  a  jobbing  concern?    Of  a  manufacturer? 

8.  In  the  case  of  a  street  railway  which  allows  its  conductors 
to  sell  tickets  covering  transportation  for  ten  and  twenty-five 
rides  at  a  lower  rate  than  it  demands  for  cash  fares,  how  would 
you  apportion  the  revenue  so  received,  bearing  in  mind  that  at 
the  end  of  each  month  many  tickets  remain  unredeemed. 

9.  In  a  large  country  store  containing  several  departments 
considerable  produce  is  taken  in  the  grocery  section  from  farm- 
ers and  others,  for  which  trading  orders  are  issued  redeemable 
in  merchandise  only  through  the  other  departments.  How  would 
you  determine  the  profit  or  loss  in  each  department? 

10.  A  trading  and  mining  company  maintains  five  general 
stores  at  each  of  five  separate  stations,  and  concentrates  its  sup- 


28        ILLINOIS  EXAMINATIONS  IN   ACCOUNTANCY 

pies  each  year  at  Station  A,  which  is  the  only  one  accessible  by 
railway,  and  distribution  is  made  from  thence  by  means  of  wagon 
and  pack  trains.  The  cost  of  goods  laid  down  at  Station  A  is  10 
per  cent,  above  invoice  prices  at  the  company's  general  office  in 
Montana;  and  the  agent  at  Station  A  is  instructed  to  re-bill  all 
shipments  to  Station  B  at  20  per  cent,  above  original  invoice 
cost;  to  Station  C  at  35  per  cent;  to  Station  D  at  40  per  cent.,  and 
to  Station  E  at  50  per  cent.,  the  experience  of  several  years  bear- 
ing out  the  General  Manager's  statement  that  such  additions  are 
approximately  correct  and  cover  actual  cost  of  transportation, 
,  In  auditing  the  accounts  for  the  purpose  of  certifying  the  an- 
nual balance  sheet,  you  ascertain  that  certain  goods  at  Station  D. 
amounting  to  $10,000,  are  inventoried  by  the  Agent  at  that  point 
at  70  per  cent,  above  the  original  invoices  which  you  have  exam- 
ined at  the  home  office.  He  states  that  Station  E,  being 
overstocked,  shipped  him  several  lots  of  merchandise  at  price 
billed  out  to  E  by  Station  A,  plus  10  per  cent,  for  estimated  cost 
of  handling  and  repacking  at  E;  and  to  this  D  legitimately  added 
10  per  cent,  for  cost  of  transportation  from  E  back  to  D. 

In  your  visit  to  other  stations  you  find  many  similar  instances 
where  goods  have  been  moved  back  and  forth  and  each  time  the 
shipping  station  has  added  10  per  cent,  for  handling  and 
repacking. 

Out  of  a  total  inventory  at  all  stations  of  goods  originally 
costing  $200,000,  the  summary  shows  final  extensions  of  values 
aggregating  $325,000,  of  which  not  more  than  $75,000  is  covered 
by  cost  of  transportation,  leaving  some  $50,000  represented  by  in- 
ternal charges  added  between  the  different  stations. 

Review  the  foregoing  statement  and  give  your  method  of 
handling  such  accounts. 

Chicago  III.,  May  4,  1908. 

(Time,  3  hours.) 

1.  In  a  case  where  the  preferred  shares  of  a  company  are 
issued  under  a  provision  that  the  annual  dividends  to  which 
they  shall  be  entitled  shall  be  "cumulative",  would  you  consider 
it  necessary  to  show  any  arrears  of  dividend  as  Liability  upon 
the  Balance  Sheet,  or  how  would  you  deal  with  it? 

2.  What  special  points  in  the  Balance  Sheet  of  a  company, 
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aside  from  the  correctness  of  the  figures,  require  careful  con- 
sideration by  the  Auditor? 

3.  In  making  an  audit  of  the  accounts  of  a  corporation, 
would  you  consider  it  part  of  your  duty  to  verify  the  trans- 
fers of  the  certificates  of  Capital  Stock  occurring  during  the 
period  covered  by  your  examination? 

4.  In  financing  a  manufacturing  company,  it  is  considered 
necessary  to  arrange  for  an  issue  of  $300,000  first  mortgage  5 
per  cent.  20-year  bonds,  $500,000  6  per  cent,  non-cumulative 
Preferred  Stock  which  may  be  retired  any  time  after  five  years, 
and  $1,000,000  Common  Stock.  The  bonds  are  disposed  of  at 
90  per  cent  of  their  face  value  and  proceeds  used  for  erecting 
buildings  and  purchase  of  machinery  and  equipment. 

The  Preferred  Stock  is  sold  at  85  and  one  share  of  Com- 
mon Stock  is  given  with  each  share  of  Preferred  Stock,  the 
Common  stock  remaining  being  disposed  of  at  40.  How  would 
you  deal  with  the  discount  in  each  case? 

5.  A  company  whose  capital  stock  is  $250,000  divided  into 
$100,000  6  per  cent  non-cumulative  Preferred  shares  and  $150, 
000  Common  shares,  begins  its  life  with  an  excess  of  liabilities 
over  real  assets  to  the  extent  of  $10,500,  which  sum  is  debited 
to  Suspense  account.  During  the  first  few  years  small  losses 
are  made  and  carried  forward  on  the  Profit  &  Loss  Account, 
but  finally  sufficient  profits  are  earned  to  wipe  out  the  losses 
of  the  previous  years  and  leave  a  balance  of  $16,500. 

The  holders  of  the  Preferred  Stock  claim  that  any  surplus 
profit,  after  payment  of  the  preference  dividend,  should  be 
used  to  extinguish  the  Suspense  Account. 

The  holders  of  the  Common  Stock  claim  that  all  of  such 
surplus  is  properly  available  for  their  dividend  on  the  ground 
that  the  original  deficiency  carried  to  Suspense  Account  was  in 
effect  a  charge  to  good  will. 

Give  briefly  your  understanding  of  "good  will".  State  how 
you  would  deal  with  it  in  this  case,  and  whether  the  Directors 
may  pay  any  dividend  on  the  Common  Stock. 

6.  A  suburban  traction  company,  after  equipping  its  line 
at  a  very  considerable  expense  for  overhead  trolley  and  oper- 
ating same  for  several  years,  decides  to  adopt  the  third-rail 
system.  Extensive  changes  are  necessary  in  changing  power- 
houses, re-arranging  tracks  and  altering  cars,  involving  an  ex- 
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penditure  of  $25,000.  In  addition,  considerable  machinery  and 
rolling  stock,  the  original  cost  of  which  had  been  treated  as  a 
capital  outlay  and  was  carried  on  the  books  at  a  valuation  of 
$25,000,  is  rendered  obsolete  and  is  disposed  of  for  $3,500,  show- 
ing a  loss  of  $21,500.  The  profits  from  operation  for  the  year 
are  $18,000. 

State  how  you  would  recommend  that  the  matter  be  dealt 
with  in  the  company's  accounts,  and  whether  the  company 
can  pay  a  dividend? 

7.  A  firm  having  several  branches  maintains  an  account 
with  each  branch  in  the  Ledger  and  charges  to  such  account 
all  goods  sent  to  the  agents  for  stock.  When  stock  is  taken 
the  balance  of  each  branck  account  is  treated  as  ordinary  Ac- 
counts Receivable  and  is  included  in  the  General  Debts  owing 
to  the  firm.  Ifjou  see  any  objections  to  this  method,  state 
them,  and  say  how  you  would  deal  with  the  accounts. 

8.  Presuming  that  upon  examination  of  a  merchant's  ac- 
counts the  balance  shown  by  the  bank  pass-book,  or  certified 
by  the  bankers,  agreed  with  the  balance  shown  in  the  mer- 
chant's book,  would  you  consider  any  further  examination 
necessary? 

State  reasons  for  your  reply. 

9.  Define  your  understanding  of  the  principle  involved  in  de- 
termining what  are  and  what  are  not  expenditures  from  Ca- 
pital. 

10.  You  are  instructed  to  make  an  audit  by  a  merchant 
selling  finished  goods,  or  by  a  manufacturer.  State  all  your 
responsibilities.  Name  the  financial  statements  you  should 
make  and  give  a  form  of  certificate. 

Chicago,  III.,  November  20,  1908. 
(Time,  3  Hours) 
1.  In  examining  the  partnership  accounts  of  Black  & 
Brown  you  ascertain  that  the  capital  of  $20,000  has  been  pro- 
vided equally,  and  the  articles  of  partnership  provide  that  if 
any  excess  capital  is  supplied  by  either  partner,  interest  at  the 
rate  of  5  per  cent  per  annum  shall  be  allowed.  Black  pays  in 
$5,000  additional  and  is  credited  at  the  end  of  the  year  5  per 
cent,  on  same  which  equals  $250.00,  which  is  debited  to  Brown. 
State  whether  you  consider  this  correct  and  give  reasons  for 
your  answer. 
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2.  In  the  examination  of  a  business  you  find  that  all  past 
due  accounts  receivable  are  promptly  charged  to  a  Suspense 
account  and  the  SuvSpense  account  is  plainly  stated  on  the  Bal- 
ance sheet  among  the  assets.  Do  you  consider  this  satisfac- 
tory; or  what  form  of  account  would  you  recommend  should  be 
set  up  to  care  for  such  items? 

3.  Outline  method  you  would  adopt  in  auditing  the  ac- 
counts of  a  municipality  so  as  to  satisfy  yourself  that  all 
amounts  paid  in  on  account  of  taxes  have  been  duly  entered 
on  the  books. 

4.  State  how  you  would  deal  with  the  following  items  of 
account  in  making  an  audit  of  an  Illinois  company. 

a.  Premium  paid  for  a  lease. 

b.  Commission  on  an  issue  of  capital  stock. 

c.  Discount  on  an  issue  of  bonds,  proceeds  of  which  are 
used  for  plant  construction. 

d.  Expenses  incidental  to  organization. 

e.  Cost  of  removing  certain  machinery  to  a  different  part 
of  the  works  and  adding  some  new  machinery. 

Give  reasons  for  your  answers  in  each  case 

5.  After  having  been  employed  as  auditor  of  a  firm  for 
several  years,  the  partners  advise  you  that  they  have  decided 
to  conduct  their  business  as  a  corporation  and  have  secured  a 
charter  under  the  greneral  laws  of  the  state  accordingly.  In 
what  way  would  your  duties  as  an  auditor  be  affected  by  such 
a  change? 

6.  In  large  businesses  internal  auditors,  members  of  the 
staff  of  the  concern,  are  frequently  the  only  ones  employed. 
Where  this  is  the  case,  do  you  think  it  desirable  that  profes- 
sional Certified  Public  Accounts  should  be  engaged?  If  so,  give 
your  reasons? 

7.  How  should  the  following  assets  be  valued  for  a  Bal- 
ance Sheet?  Manufactured  Goods,  Debts  due  the  Concern,  Par- 
tially Manufactured  Goods,  Bills  Receivable? 

8.  Assuming  that  you  have  been  appointed  auditor  to  a 
corporation  or  private  firm  on  its  formation,  and  have  been 
asked  to  state  for  the  guidance  of  the  cashier  and  bookkeeper 
the  requirements  you  would  expect  to  have  been  fulfilled  when 
you  came  to  make  the  audit,  write  out  detailed  instructions  in 
the  form  you  would  actually  give  them. 
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9.  What  evidence  would  you  require,  first,  as  to  the  ex- 
istence of  assets  (other  than  book  debts)  shown  in  a  Balance 
Sheet;  and,  secondly,  as  to  the  correctness  of  the  amounts  at 
which  they  were  entered  in  the  books. 

10.  Does  an  Auditor's  duty  in  any  way  extend  beyond  the 
careful  examination  and  certifying  of  the  books  and  accounts 
submitted  to  him.    Discuss  different  theories. 

Chicago,  III.,  May  3,  1909. 
(Time,  3  Hours) 

1.  To  what  extent  do  you  consider  it  an  Auditor's  duty  to 
examine  into  and  report  upon  the  stock  inventories  and  the 
methods  by  which  the  stock  has  been  taken  and  valued? 

2.  A  company  shows  amoung  its  assets  $2,675.00  as  un-ex- 
pired  insurance  on  January  1,  1907.  On  February  1,  1907,  the 
plant  is  destroyed  by  fire  and  a  total  loss  of  $57,875.00  occurs, 
which  the  Insurance  Company  pays.  How  would  you  treat  the 
$2,675.00  un-expired  insurance  item? 

3.  In  auditing"  the  accounts  of  a  Manufacturing  Company 
would  you  consider  it  proper  to  allow  the  Profit  and  Loss  ac- 
count to  be  credited  with  profit  on  uncompleted  work? 

4.  State  your  understanding  of  a  "continuous  audit." 
What  are  its  advantages  over  a  yearly  or  half  yearly  audit? 
Can  you  point  out  any  special  dangers  to  which  it  is  exposed? 

5.  You  are  employed  to  audit  the  accounts  of  the  Utility 
Mills  and  find  that  the  machinery  after  having  been  regularly 
depreciated  for  a  number  of  years  has  been  valued  by  an  inde- 
pendent appraiser  at  a  sum  considerably  in  excess  of  the  book 
value,  and  the  Company  has  appreciated  the  machinery  item  in 
the  balance  sheet  by  such  increased  value.  How  would  you 
suggest  that  the  corresponding  credit  should  be  dealt  with? 
Would  such  an  appreciation  be  available  for  distribution  in  the 
shape  of  a  dividend? 

6.  Give  six  typical  examples  of  Fraud,  of  which  only  four 
involve  the  abstraction  of  actual  money,  and  explain  shortly 
what  means  you  would  suggest  to  reduce  the  risk  of  loss  under 
each  of  these  headings  to  a  minimum. 

7.  Explain  shortly  the  effect  of  a  fall  of  the  Tael  on  each 
of  the  following: 
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A  Chicago  concern  carrying  on  a  general  trading  business 
in  China; 

A  Chicago  corporation  owning  a  railroad  in  China. 

A  Chicago-Chinese  Bank. 

Confine  your  answer  to  the  effect  that  the  variation  in  ex- 
change should  have  on  the  published  accounts. 

8.  A  corporation  purchased  a  business  as  a  going  concern 
on  January  1st,  1908,  with  a  right  to  the  profits  from  October 
1st,  1907.    Its  capital  is: 

5  per  cent.  First  Preferred  Stock $250,000.00 

6  per  cent.  Second  Preferred  Stock .$250,000.00 

Common  Stock $124,000.00 

The  year's  profits  to  September  30th,   1908,  are  found  to 

have  been  $38,320.00    What  appropriation  of  such  profits  would 
you  consider  to  be  correct? 

9.  A  Cash  Book  exists  with  three  columns  on  each  side, 
viz.,  Debit  Side,  Discounts,  Cash  Receipts,  Bank;  Credit  Side, 
Discounts,  Cash  Payments,  Bank. 

In  making  an  audit,  you  find  chat  the  Cashier  closed  his 
Cash  Book  at  the  end  of  a  month,  bringing  down  a  cash  balance 
of  $177.91;  you  count  his  cash  and  find  that  he  has  only  $119.12. 
On  going  carefully  through  the  month's  transactions,  you  find 
that  $45.37  paid  in  cash  had  been  entered  in  the  Bank  column; 
the  total  of  a  previous  page  of  Cash  Receipts,  $2,516.25,  was 
brought  forward  as  $2,525.75;  the  discount  $2.50  on  an  account 
paid  had  been  entered  in  the  Cash  column  as  a  payment  in- 
stead of  in  the  Discount  column;  $10.00  received  from  a  partner 
for  payment  of  a  private  account  had  been  included  in  the  Cash 
in  Hand,  but  not  entered  in  the  Cash  Book. 

Rule  a  form  of  Cash  Book  as  above,  enter  the  balance 
brought  down,  and  make  entries  to  correct  the  errors  above 
described.  Show  the  deficiency  still  existing,  and  state  how  it 
should  be  dealt  with. 

10.  Reply  to  the  following  letter: 
Dear  Sir: 

We  wish  you  to  audit  our  accounts  for  the  past 
ten  years  and  to  report  thereon.  In  your  report  please  state 
what  Dividend  may  in  your  opinion  be  fairly  expected  in  the 
future  if  the  business  is  taken  over  by  a  corporation  with  a 
paid  up  capital  of  $500,000.00.    The  capital  of  the  partners  dur- 
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ing  the  period  named  has  been  $375,000.00,  and  the  profits  divided 
have  averaged  over  15  per  cent.,  as  shown  by  the  accounts  you 
are  asked  to  verify. 

Yours  very  truly, 

SMITH  &  BBOWN. 
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THEORY  OF  ACCOUNTS. 

Chicago,  III,.,  December  3,  1907. 
(Time,  3  Hours) 

1.  Outline  a  practicable  method  for  ascertaining  the  un- 
earned discount  on  paper  taken  by  a  banking  concern,  when  it 
is  necessary  to  publish  a  statement  showing  the  financial  posi- 
tion. Why  do  bankers  generally  omit  to  state  a  liability  of 
this  kind? 

2.  Define  and  differentiate  your  understanding  of  a  trial 
balance;  a  balance  sheet;statementof  affairs;  trading  statement. 

3.  List  the  books  of  account  and  the  principal  impersonal 
accounts  of  the  following: 

(a)  Stock  Broker. 

(b)  Cold  Storage. 

(c)  Trade  Union  Headquarters. 

4.  Outline  a  system  for  handling  the  accounts  of  a  large  re- 
tail jewelry  store,  explaining  specially  how  you  would  arrange 
to  guard  against  possible  dishonesty  of  such  employees  as  have 
access  to  valuable  jewels  and  plate. 

5.  Give  proper  disposition  of  any  balance  appearing  in  a 
Profit  and  Loss  account  at  the  end  of  the  fiscal  year. 

6.  Outline  your  understanding  of  the  most  approved  method 
of  keeping  a  merchandise  account  and  give  titles  of  subdivisions 
you  would  suggest. 

7.  What  meaning  does  the  appearance  of  a  sinking  fund  ac- 
count in  a  balance  sheet  convey  to  you?  Should  a  sinking  fund 
represent  specific  investments,  or  may  it  be  offset  by  equivalent 
ledger  entries. 

8.  Define  your  understanding  of 

(a)  Reserve  Account. 

(b)  Reserve  Fund. 

(c)  Income  and  Expenditures. 

(d)  Receipts  and  Disbursements. 

(e)  Good  Will. 

(f)  Income  Bonds. 
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9.  Why  is  it  customary  in  stock  brokers'  or  Board  of  Trade 
accounting  to  omit  to  charge  interest  on  short  sales  made  for 
their  customers? 

10.  In  the  examination  of  the  accounts  of  a  stock  broker 
who  is  a  large  borrower  from  different  banks  by  means  of  prom- 
issory notes  which  he  has  issued  from  time  to  time,  outline 
method  for  determining  at  any  time  particulars  of  the  collateral 
placed  with  each  note,  chaui^es  in  which  occur  frequently  and 
the  collateral  itself  being  in  some  cases  the  individual  property 
of  the  stock  broker;  in  some  cases  entirely  the  property  of  his 
clients,  and  more  generally  such  securities  as  have  been  bought 
on  margin  for  the  clients. 

Chicago,  III.,  May  4,  1908. 
(Time,  3  Hours) 

1.  State  the  most  approved  method  to  be  adopted  in  writ- 
ing off  the  cost  of  a  lease  extending  over  several  years. 

2.  What  is  a  consignment  account,  and  how  should  it  be 
stated  in  a  balance  sheet? 

What  is  the  general  purpose  of  a  distribution  account? 

3.  Note  different  methods  by  which  depreciation  on  pat- 
ents, buildings  and  machinery  may  be  provided  for,  and  outline 
briefly  your  opinion  as  to  the  most  desirable  course  to  be 
adopted. 

4.  State  your  understanding  of  the  difference  between  Gross 
Profit  and  Net  Profit. 

5.  Wherein  does  a  Trading  Account  differ  from  a  Profit 
and  Loss  Account? 

6.  Give  your  understanding  of  the  terms: 

(a)  Fixed  Assets. 

(b)  Floating  Assets. 

(c)  Wasting  Assets. 

(d)  Floating  Debt. 

Under  which  heading  would  you  place  Cash,  Bills  Payable, 
Machinery,  Buildings?  Give  other  illustrations  that  may  occur 
to  you  and  reasons  for  your  opinion  in  each  case. 

7.  Define: 
Cash  Discount. 
Trade  Discount. 
Returns  and  Allowances. 
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Give  your  definition  of  a  correctly  extended  Inventory. 

8.  An  irrigation  company  which  in  past  years  has  issued 
two  classes  of  preferred  stock  at  5  and  4  per  cent  respectively — 
also  certain  6  per  cent  Debentures— is  able  to  consolidate  them 
into  one  general  issue  designated  General  Consolidated  Preferred 
Stock  at  4i  per  cent. 

Illustrate  the  method  of  placing  the  transaction  on  the 
books  and  state  how  you  would  adjust  any  nominal  increase  of 
stock  incidental  to  the  operation. 

9.  Wherein  does  a  Balance  Sheet  usually  differ  from  a 
Statement  of  affairs? 

10.  What  do  you  consider  the  important  features  of  a 
modern  adequate  system  of  accounting  for  a  manufacturing 
concern? 

Chicago,  III.,  Novembeb  20,  1908 

(Time,  3  Hours.) 

1.  State  approved  method  of  determining  the  liability  of  a 
company  which  sells  its  product  principally  on  six  months  time 
and  accepts  the  promissory  notes  of  its  customers  in  settlement. 
These  notes  are  discounted  at  bank  after  being  endorsed  by  the 
company  and  credited  to  Bills  Receivable  Account— consequently 
the  Bills  Receivable  Account  on  the  ledger  indicates  only  a  bal- 
ance of  undiscounted  bills. 

2.  Admitting  that  in  making  up  an  inventory  the  most  ap- 
proved method  is  to  value  the  goods  at  cost  price,  can  you  state 
any  instance  where  it  would  be  permissable  to  extend  the  values 
at  the   market  price? 

3.  In  making  up  a  Profit  and  Loss  Account  at  the  close  of 
a  fiscal  year,  are  you  stating  a  fact  or  an  opinion? 

4.  Give  your  understanding  of  the  difference  between  a 
cash  account  (receipts  and  disbursements)  for  a  certain  period, 
and  a  revenue  account  covering  the  same  period. 

5.  At  the  inception  of  a  manufacturing  enterprise,  the  real 
estate  necessary  for  the  use  of  the  business  has  been  donated  by 
an  association  of  men  interested  in  the  development  of  the  town 
where  the  factory  is  erected.  The  only  provision  is  that  the 
factory  shall  be  operated  actively  for  ten  years  and  shall  em- 
ploy not  less  than  250  men.  How  would  you  enter  such  a  dona- 
tion of  real  estate  upon  the  company's  books? 
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6.  Do  you  consider  there  is  any  distinction  between  "Re- 
serve Fund,"  and  "Reserve  Account?"  What  are  your  reasons? 

7.  Supposing-  the  materials  for  making  up  a  Balance  Sheet 
by  double  entry  are  wanting,  how  can  the  profits  of  a  business 
between  two  given  dates  be  arrived  at?    Give  an  example. 

8.  In  preparing  a  Profit  and  Loss  Account  and  Balance 
Sheet,  how  are  Gains,  Losses,  Assets,  Liabilities,  Capital,  Draw- 
ings, and  Expenses  ascertained  and  dealt  with? 

9.  If  you  were  called  in  by  the  owners  of  a  manufacturing 
company  to  lay  down  as  perfect  a  system  of  book-keeping  and 
accounts  as  was  practicable,  will  you  state  what  you  would  sug- 
gest in  the  way  of  general  and  subsidiary  books,  and  what  other 
requirements,  if  any,  you  would  insist  upon  in  order  to  facilitate 
the  profitable  working  of  the  business? 

10.  State  the  aim  and  object  of  a  cost  sheet.  Give  an  ex- 
ample from  a  business  of  your  own  choosing. 

Chicago,  III.,  May  3,  1909 

(Time,  3  Hours.) 

1.  Give  your  understanding  of  the  "double  account"  sys- 
tem and  state  the  kind  of  business  undertakings  to  which  it  is 
usually  applicable. 

2.  a.  What  is  the  purpose  of  a  Profit  and  Loss  account 
and  how  is  it  made  up? 

b.  What  does  the  balance  of  a  Profit  and  Loss  account 
represent? 

c.  How  would  you  suggest  that  the  final  balance  in  such 
an  account  should  be  treated? 

3.  a.  Give  your  understanding  of  the  term  "Depreciation" 
and  state  wherein  it  is  or  is  not  equivalent  to  "Wear  and  Tear"? 

b.  Explain  different  methods  by  which  depreciation 
may  be  entered  on  the  books  of  account  and  state  which  method 
you  prefer,  and  give  reasons  for  your  answer. 

4.  After  having  conducted  his  business  as  a  wholesale  coal 
dealer  for  one  year,  and  keeping  only  single  entry  accounts,  the 
proprietor  employs  you  to  place  his  books  in  condition  to  be 
kept  on  a  system  of  double  entry.  You  find  only  a  Cash  Book, 
Day  Book  and  Ledger.  Detail  the  course  you  would  adopt  to 
produce  a  Profit  and  Loss  Account  and  a  Balance  Sheet  and 
for  providing  double  entry    system  required. 

5.  It  has  been  stated  "that  Revenue  expenditures  do  not 
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create  assets.'*  What  is  your  opinion?  Also  state  the  general 
distinction  between  Revenue  expenditures  and  Capital  expendi- 
tures. 

6.  State  three  purposes  for  which  a  Sinking  Fund  may 
exist,  and  give  an  example  of  each. 

7.  A  manufacturing  concern  with  ten  branches  in  different 
cities  wished  to  keep  all  the  accounts  at  a  central  office  and  to 
know  the  separate  results  of  the  trading  of  each  branch.  Give 
a  short  description  of  how  the  Sales,  Purchases  and  Cash  tran- 
sactions might  be  dealt  with,  the  goods  being  delivered  direct  to 
customers  from  each  branch,  materials  purchased  at  each  and 
occasional  remittances  from  customers  there  received, 

8.  Give  four  methods  of  apportioning  over-head  expenses  in 
Factory  Co^t,  and  state  which,  in  your  opinion  is  the  best, 
and  why? 

9.  A  manufacturer  finds  that  during  three  months  his  goods 
have  cost  per  cent,  on  the  sale  price: 

Raw  Material 30 

Wages , 20 

Rent,  etc 05 

Fuel 10 

General  Expenses , 15 

80 

What  should  he  add  to  his  selling  price  to  obtain  the  same 
profit  if  the  following  advances  take  place? 

Coal 50  per  cent,  advance 

Material 5  per  cent,  advance 

Wages 24  per  cent,  advance 

10.  Give  (a)  four  examples  of  assets  that  are  Fixed  Assets 
in  connection  with  some  particular  class  of  business,  but  gener- 
ally Foating  Assets; 

(b)  Four  examples  of  assets  that  are  Floating  Assets  in 
connection  with  some  particular  class  of  business,  but  generally 
Fixed  Assets. 
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COMMERCIAL  LAW. 

Chicago,  III.,  December  4,  1907 
(Time,  3  Hours.) 

1.  What  is  a  contract?  If  a  man  give  his  note  for  One  Thou- 
sand Dollars  to  a  friend  simply  as  a  gift,  can  the  payee  of  the 
note  collect  it  at  maturity?    Give  reasons  for  your  answer. 

2.  Where  a  contract  is  in  writing  is  it  admissible  for  one  of 
the  parties  to  it  to  vary  it  by  proving  that  at  the  time  it  was 
entered  into,  such  was  their  oral  agreement?  Give  reasons  for 
this. 

3.  Suppose  that  a  man  owing  a  debt  of  $20  should  go  to  his 
creditor  and  offer  him  a  check  for  that  amount,  which  the  credi- 
tor should  refuse,  saying  he  preferred  currency;  that  thereupon 
the  debtor  should  say,  "Well,  I  only  have  $10  with  me;  I  will 
pay  you  that  and  bring  you  the  other  $10  as  soon  as  I  can  get 
it  from  my  office,"  and  thereupon  the  creditor  should  give  the 
debtor  a  receipt  for  $20.  If  the  debtor  failed  to  pay  the  balance 
of  $10,  would  this  receipt  prevent  the  creditor  from  recovering 
it?    Give  reasons  for  your  answer  whatever  it  is. 

4.  What  are  the  essential  features  of  a  partnership?  Are 
persons  ever  treated  in  law  as  partners  of  a  firm  as  to  third  per- 
sons dealing  with  the  firm  when,  in  fact,  there  is  no  agreement 
of  partnership  between  them  and  other  members  of  the  firm, 
under  any  circumstances,  and  if  so,  what  circumstances  in  a 
general  way? 

5  Suppose  that  a  party  living  in  Chicago  receives  a  check 
from  his  debtor  and  deposits  it  at  his  bank  during  the  usual 
hours  of  business  the  next  day  after  it  is  received,  but  before 
this  check  reaches  the  bank  on  which  it  is  drawn,  that  bank 
closes  its  doors  and  suspends  payment;  on  whom  must  the  loss, 
if  any,  fall — the  drawer  of  the  check  or  the  party  to  whom  he 
sent  it?  State  also  any  circumstances  under  which  your  answer 
would  be  different  from  what  it  is  to  the  foregoing  question, 
where  a  bank  failed  before  a  check  drawn  on  it  was  paid. 

6.    What  do  you  understand  by  the  term  "Legal  Tender,'* 
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and  having  defined  this,  state  what  falls  within  that  designa- 
tion in  this  country? 

7.  What  are  the  two  great  objects  of  a  bankrupt  act,  gener- 
ally speaking?  What  is  a  preferential  payment  or  transfer;  how 
may  it  be  avoided  and  what  is  the  final  proceeding,  so  far  as  the 
bankrupt  is  concerned,  if  he  has  complied  with  the  terms  of 
the  act? 

8.  In  the  law  relating  to  corporations  the  term  "ultra  vires" 
is  frequently  employed.  Tell  in  a  general  way  what  you  under- 
stand by  this  and  how  acts  that  are  ultra  vires  are  regarded  in 
the  law? 

9.  Has  the  president  or  other  managing  officer  of  a  cor- 
poration, by  virture  of  his  office,  any  right  to  employ  its  funds 
for  his  own  purposes? 

10.  State,  if  you  know,  whether  as  a  general  rule  under 
the  law  of  Illinois,  one  corporation  may  own  and  vote  stock  in 
another  corporation,  both  of  these  corporations  being  organized 
under  the  laws  of  the  State  of  Illinois,  and  what  would  be  your 
opinion  if  one  of  these  companies,  namely,  the  company  in 
which  the  stock  in  question  was  held,  were  an  Illinois  corpora- 
tion, and  the  other  company,  namely,  the  company  seeking  to 
vote  the  stock,  were  a  corporation  organized  under  the  laws  of 
another  state? 

Chicago,  III.,  May  6,  1908. 
(Time,  3  Hours) 

1.  How  does  the  liability  of  a  Guarantor  differ  from  that 
of  an  endorser  of  a  promissory  note  in  Illinois? 

2.  A  corporation  called  the  Western  Trading  Company  was 
incorporated  under  the  laws  of  the  state  of  Illinois.  A  certifi- 
cate of  complete  organization  was  issued  by  the  Secretary  of 
State  and  everything  necessary  to  constitute  this  a  de  jure  cor- 
poration was  done  except  to  record  the  certificate  in  the  office 
of  the  Recorder  of  Deeds  of  Cook  County,  the  principal  office  of 
the  Company  being  in  Chicago.  After  the  company  was  thus 
organized,  its  president  ordered  some  bonds  engraved  by  the 
American  Bank  Note  Company,  and  the  bonds  not  being  paid 
for  on  delivery,  the  work  thus  ordered  having  been  charged  to 
the  Western  Trading  Company,  on  the  books  of  the  plaintiff 
company  and  bills  rendered  accordingly,   the  latter  company 
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sued  the  president  of  tfie  Western  Trading  Company  for  the 
Contract  price  of  the  work.  Tiie  court  gave  judgment  for  the 
plaintiff  on  the  ground  that  the  Western  Trading  Company,  not 
having  filed  in  the  office  of  the  Recorder  copy  of  its  Articles 
of  incorporation,  as  required  by  law,  was  incapable  of  contract- 
ing and  could  not  be  held  liable  on  this  contract  Give  your 
opinion  on  this  case. 

3.  Is  the  following  instrument  a  negotiable  promissory 
note? 

Chicago,  April  8,  1908. 

Thirty  days  after  William  H.  Taft  is  elected  President  of 
the  United  States,  I  promise  to  pay  to  the  order  of  William  J. 
Bryan  Five  Hundred  Dollars  at  the  First  National  Bank  of 
Chicago  for  value  received.    (Signed)    Joseph  G.  Cannon. 

Give  reasons  for  your  answer. 

Can  the  payee  collect  this  amount  thirty  days  after  the 
stipulated  contingency  occurs?  What  is  that  contingency— the 
casting  of  the  popular  vote,  the  action  of  the  electors  in  the 
several  states,  or  the  action  of  Congress  in  opening  and  can- 
vassing the  returns?    Explain  why  you  answer  as  you  do. 

4.  A  firm,  composed  of  three  members,  was  about  to  dis- 
solve partnership  and  go  out  of  business.  It  occupied,  and  had 
for  many  years,  premises  which  the  firm  leased  and  did  not 
own.  One  of  the  members,  without  the  knowledge  of  his  co- 
partners, obtained  a  lease  of  these  premises  some  time  prior  to 
the  dissolution  of  the  firm,^  but  when  it  was  contemplated,  the 
new  lease  to  begin  when  the  old  one  expired,  and  after  the  dis- 
solution, sold  the  lease  for  a  large  some  of  money.  Is  he  under 
any  obligation  to  account  to  his  partners  for  the  profits  thus 
realized  as  if  the  same  were  partnership  property?  Give  reas- 
ons for  your  answer. 

5.  What  is  understood  by  the  term  "debentures?"  How 
do  they  differ  from  other  securities  or  stock?  If  there  is  any 
difference  in  England  and  this  country  in  the  practice  of  issu- 
ing debentures  and  the  usual  meaning  of  the  term,  state  it. 

6.  What  is  a  bill  of  exchange?  Is  an  oral  acceptance  of 
such  a  bill  valid  in  Illinois  or  must  it  be  in  writing? 

7.  Must  the  stock  of  an  Illinois  corporation  be  paid  in 
whole  or  in  part  before  certificate  of  complete  organization 
issues,  and,  if  so,  in  what  may  such  payment  be  made? 
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8.  What  is  a  surety?  Can  he  exonerate  himself  from  his 
contract  by  showing  that  no  consideration  therefor  moved  to 
him;  that  he  received  no  beiiefit  from  its  execution  and  no  part 
of  the  consideration  upon  which  it  was  executed?  If  so,  why? 
If  not,  why?    Explain  clearly. 

9.  Is  a  person,  who  is  a  member  of  two  firms,  under  liabili- 
ty to  account  to  the  other  members  of  either  firm  for  profits 
which  he  realized  from  his  efforts  or  investment  in  the  other? 
If  not,  why  not?  If  there  are  circumstances  in  which  he  would 
or  might  be  so  liable,  state  them. 

10.  Where  one  party  is  entitled  to  an  accounting  from  an- 
other, what  is  the  usual  and  proper  proceeding  in  Illinois  and 
in  the  Federal  Courts  for  securing  an  account? 

Chicago,  III,.,  November  21,  1908. 
(Time,  3  Hours) 

1.  What  is  an  agent?  Name  some  familiar  classes  of 
agents  and  indicate  in  a  general  way  the  nature  of  their  agency. 

2.  August  1st,  1893,  there  was  a  great  panic  on  the  Chi- 
cago Board  of  Trade  and  a  very  weak  and  demoralized  market 
in  pork.  A  firm  doing  business  on  the  Board  was  on  that  day 
carrying  a  large  amount  of  pork  for  a  customer.  He  failed, 
was  called  for  margins  and  was  unable  to  furnish  them,  so  this 
firm  had  a  right  on  that  day  to  sell  out  his  pork.  As  the  mar- 
ket was  in  such  a  panicky  condition  they  did  not  sell  that  day 
but  rendered  their  customer  Account  Sales  at  the  average  price 
for  the  day,  selling  out  his  stuff  a  little  at  a  time  day  by  day, 
thereafter  until  it  was  all  sold  at  somewhat  higher  prices  than 
those  at  which  they  had  rendered  their  account. 

In  settlement  of  the  account  between  them  and  their  cus- 
tomer, which  figures  should  be  taken— those  at  which  the  ac- 
count was  rendered,  or  those  actually  realized? 

3.  Two  merchants  buying  of  and  selling  to  each  other 
thus  carried  on  business  for  some  time,  rendering  to  each  other 
accounts  the  first  of  every  month.  These  accounts  were  re- 
ceived without  objection,  but  after  a  month  or  two,  one  of  the 
parties  claimed  that  he  had  never  received  and  that  the  other 
had  never  delivered  to  him  a  considerable  bill  of  goods 
charged  to  him  in  one  of  these  monthly  accounts.  Being  sued 
therefor  he  insisted,  after  the  party  suing  him  had  proved  that 
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the   account  containing-  the  charge   for  this  bill  of  goods  has 
been  rendered  and  received  without  objection,  that  he  must  go 
further  and  prove  the  actual  sale  and  delivery  of  the  goods  in 
dispute  before  he  could  recover. 
What  is  the  law  as  to  this? 

4.  Are  special  charters  or  Acts  of  Incorporation  for  corpo- 
rations for  profit  allowed  in  Illinois?  Under  what  laws  or  gen- 
eral system  are  such  corporations  organized? 

5.  What  are  the  general  duties  of  the  president  of  a  cor- 
poration in  this  State  and  what  is  the  general  nature  of  his 
authority? 

6.  A  merchant  in  Chicago  owing  a  manufacturer  in  Haver- 
ford,  Pennsylvania,  for  a  bill  of  goods,  sent  to  the  latter  at 
Haverford,  his  check  drawn  on  a  bank  in  Chicago  for  the  amount 
thereof,  October  26th.  The  latter  received  the  check  the  28th 
at  Haverford,  but  keeping  no  bank  account  there,  although 
there  was  a  bank  in  that  place,  sent  the  check  that  day  to  his 
office  in  Philadelphia,  where  lie  transacted  his  banking  business, 
and  where  it  arrived  the  morning  of  the  29th.  It  was  deposited 
that  day  in  a  Philadelphia  bank  to  the  credit  of  the  manufac- 
turer and  sent  on  to  Chicago  for  collection  in  due  course,  so 
that  it  could  be  presented  for  paymenb  on  October  31st.  The 
bank  on  which  it  was  drawn  closed  its  doors  the  evening  of  the 
day  before  and  when  the  check  was  sent  around  the  morning  of 
the  31st  to  the  bank  on  which  it  was  drawn,  the  latter  had 
failed  and  was  not  open  at  all  that  day.  If  the  check  had  been 
deposited  at  Haverford  the  day  it  was  received  there  it  would 
have  reached  Chicago  in  time  to  be  presented  for  payment  to 
the  bank  on  which  it  was  drawn  while  that  bank  was  open. 
The  drawer  of  the  check  had  on  deposit  in  that  bank  funds 
more  than  sufficient  to  pay  all  his  checks.  Under  these  circum- 
stances who  must  bear  the  loss  if  any— the  drawer  of  the  check, 
or  the  payee  to  whom  it  was  sent? 

7.  Can  a  corporation  in  Illinois  organized  to  build  and  op- 
erate a  railway,  carry  on  the  business  of  keeping  a  dry  goods 
store?  Give  reasons  for  your  answer  and  state  the  general 
principle  applicable? 

8.  Define  the  drawer  of  a  bill  of  exchange,  the  payee  and 
the  acceptor. 

9.  What  is  corporate  stock  and  how  does  it  differ  from 
corporate  bonds. 
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10.    What  is  a  partnership   and  how  does  it  differ  from  a 
corporation? 

Chicago,  III.,  May  5,  1909. 

(Time  3  Hours) 

1.  How  may  a  partnership  at  will  be  dissolved  when  the 
partnership  agreement  does  not  refer  to  this  subject?  Under 
what  circumstances  generally  may  a  partnership  for  a  definite 
term  be  dissolved  before  the  term  has  expired,  and  how  can 
such  dissolution  be  compelled? 

2.  Is  a  contract  for  the  sale  of  corporate  stock,  bonds,  or 
other  personal  property  valid  under  the  law  of  Illinois  if  oral 
and  not  in  writing,  and  what  generally  is  the  law  elsewhere  on 
this  point,  if  you  know? 

3.  V.  C.  Turner  agreed  upon  sufficient  consideration  that 
on  or  before  a  certain  day  George  Schneider  might,  if  he  so 
elected,  buy  of  him  500  shares  of  stock  in  the  North  Division 
Street  Ry.  Co.,  at  $500  per  share.  Before  the  stipulated  date 
Schneider  tendered  the  agreed  price  and  demanded  the  stock. 
The  contract  was  made  and  was  to  be  performed  in  Chicago. 
Was  it  valid?    Give  reasons. 

4.  The  president  of  an  Illinois  corporation  went  to  a  bank 
in  Chicago  and  requested  a  loan  on  his  note  for  $10,000  for  his 
personal  benefit.  The  Bank  President  said  he  would  make  the 
loan  if  the  directors  of  the  borrower's  Company  would  author- 
ize the  borrower  to  endorse  it  in  the  name  of  the  Company. 
They  did  so,  the  endorsement  was  made,  the  Bank  discounted 
the  note  and  paid  the  proceeds  to  the  maker.  He  failed  to  pay 
it,  proper  demand  was  made  and  notice  of  non-payment  given. 
Is  the  endorsement  binding  on  the  Company?  Give  reasons  for 
your  answer. 

5.  Under  what  laws  are  National  Banks  organized  and 
controlled,  that  is,  under  the  laws  of  what  sovereignty  or  gov- 
ernment? 

6.  Can  a  National  Bank  loan  money  on  real  estate  secur- 
ity? If  it  does,  can  a  borrower  who  has  given  a  real  estate 
mortgage  to  secure  such  a  loan,  defeat  the  lien  of  the  Bank  on 
the  real  estate  covered  by  the  mortgage? 

7.  What  are  days  of  grace  on  commercial  paper  at  com- 
mon law?    Are  they  allowed  by  the  law  of  Illinois? 
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8.  If  a  man  is  interested  in  the  profits  of  a  business,  is  he 
necessarily  a  partner  therein?  If  you  answer  this  question  in 
the  negative,  give  an  illustration  of  when  a  party  so  interested 
would  not  be  a  partner. 

9.  Suppose  a  stock  broker  buys  or  sells  stocks  for  a  cus- 
tomer in  Chicago  when  he  has  no  broker's  license,  as  required 
by  the  ordinances  of  that  City.  Can  he  recover  his  commis- 
sions on  such  transaction? 

10    Can  a  corporation  be  organized  in  Illinois  under  the  laws 
of  that  state  to  deal  in  real  estate. 
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